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E.O. 11652: GDS 
TAGS: ELAB EIND CH 

SUB J : REGIONAL DIVERSITY IN PRC WAGE INCREASE 
REF: A) 77 PEKING 2670, B) HONG KONG 1520, C) PEKING 98 

1 . SUMMARY. CURRENT INFORMATION ON THE CHINESE WAGE 
INCREASE POINTS TO GREAT VARIATIONS NOT ONLY IN SUCH 
MATTERS AS TIMING OF IMPLEMENTATION (REF B). BUT MORE 
IMPORTANTLY IN THE COVERAGE OF THE INCREASE. IN 

NEARLY ALL SOUTHERN CITIES FOR WHICH WE HAVE INFORMATION 
40-46 PERCENT OF THE WORKERS APPEAR TO BE CANDIDATES 
FOR INCREASES. IN SHANTUNG, HOPEI AND HONAN WE HAVE 
MORE OFTEN BEEN INFORMED THAT 60 PERCENT ARE GETTING 
THE INCREASE. WE HAVE NO READY EXPLANATION FOR THIS 
MARKED DISPARITY, BUT IT COULD BE THAT THE BROADER INCREASE 
IS INTENDED TO COMPENSATE FOR A HIGHER COST OF LIVING 
IN THE NORTH. IRRESPECTIVE OF REGION, THE MONTHLY 
INCREASE APPEARS TO BE IN THE 5-7 YUAN RANGE, AND 
IMPLEMENTATION OF THE INCREASE HAS PROGRESSED 
STEADILY. END SUMMARY. 
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2. CURRENT WAGE INCREASE INFORMATION SUGGESTS SIGNIFICANT 
VARIATION NOT ONLY IN THE ACTUAL IMPLEMENTATION OF THE INCREASE 
AT DIFFERENT FACTORIES (REF B), BUT ALSO IN THE COVERAGE OF THE 
INCREASE IN DIFFERENT REGIONS. RECENT REPORTS FROM 

FACTORIES IN THE SOUTHERN CITIES OF SHANGHAI, 

CHANGSHA, KWANGCHOW AND KUNMING AND FROM A FACTORY 
IN SIAN HAVE INDICATED THAT 40-46 PERCENT OF WORKERS 
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AND STAFF HAVE RECEIVED OR WILL RECEIVE INCREASE. 

MOST FACTORIES IN TSINAN, CHENGCHMW AND SHIHCHIACHUANG 
APPEAR TO BE REWARDING INCREASES OF 60 PERCENT, 

HOWEVER. 

3. OUR REPORTS COME FROM A FAIRLY WIDE RANGE OF 
FACTORIES, BUT SOMETIMES ONLY ONE IN EACH CITY: 

(A) FACTORY, (B) MONTH VISITED AND (C) PERCENT OF 
FACTORY WORKERS:STAFF RECEIVING INCREASE. 

A. (A) SHANGHAI NO. 2 COTTON MILL, (B) JAN 1978, (C) 40 PERCENT. 

2. (A) SHEK WAN POTTERY FACTORY, FOSHAN, KWANGTUNG, 

(B) JAN 1978, (C) 40 PERCENT. 

3. (A) KWANGCHOW AUTOMOBILE PLANT, (B) DEC 1977, (C) 46 PERCENT. 

4. (A) KWANGCHOW HEAVY MACHINERY FACTORY, (B) DEC 1977, 

(C) 46 PERCENT. 

5. (A) TSINAN TRACTOR FACTORY, (B) JAN 1978, (C) 60 PERCENT. 

6. (A) TSINAN DIESEL ENGINE PLANT, (B) JAN 1978, (C) 60 PERCENT. 

7. (A) TSINAN PENCIL FACTORY, (B) JAN 1978, (C) 60 PERCENT. 

8. (A) CHENGCHOW ARTS FACTORY, (B) FEB 1978, 

(C) 60 PERCENT. 

9. (A) CHENGCHOW NO. 3 COTTON TEXTILE MILL, 

(B) FEB 1978, (C) 53 PERCENT. 

10. (A) SHIHCHIACHUANG TRACTOR FACTORY, 

(B) FEB 1978, (C) 60 PERCENT. 

11. (A) CAPITAL IRON AND STEEL COMPANY (PEKING), 

(B) NOV 1977, (C) 46 PERCENT. 
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12. (A) SZECHWAN NO. 1 TEXTILE FACTORY (CHENGTU), 

(B) DEC 1977, (C) 60 PERCENT. 

13. (A) SIAN HSIPEI NO. 4 TEXTILE FACTORY, 

(B) OCT 1977, (C) 40 PERCENT. 

14. (A) KUNMING MACHINE TOOL FACTORY, 

(B) NOV 1977, (C) 40 PERCENT. 

IT WOULD HAVE BEEN PREFERABLE TO INCLUDE MORE FACTORIES 
IN THIS SAMPLE, PARTICULARLY FOR LARGE CITIES LIKE 
PEKING AND SHANGHAI AND FOR OTHER PROVINCES. THE 
FIGURE CITED BY THE ONE SHANGHAI FACTORY LISTED IS 
SUPPORTED BY THE FEB 5 NCNA SHANGHAI DISPATCH 
THAT STATED THAT "OVER 40 PERCENT" OF SHANGHAI 
WORKERS ARE RECEIVING INCREASES. THIS CONTRASTS WITH 
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AN NCNA PEKING REPORT ON THE SAME DAY WHICH SAID THAT 
60 PERCENT OF PEKING WORKERS WILL RECEIVE A WAGE INCREASE 
THIS YEAR. WE ARE NOT YET CERTAIN HOW THIS STATEMENT 
CAN BE RECONCILED WITH THE 46 PERCENT FIGURE OFFERED 
FOR THE CAPITAL IRON AND STEEL COMPANY, BUT WE NOTE 
THAT AN OFFICIAL IN THE CHENGCHOW NO. 3 COTTON TEXTILE 
MILL STATED THAT THE APPROVED LIMIT OF 
INCREASES WAS 60 PERCENT BUT THAT ONLY 53 PERCENT 
MET VARIOUS CRITERIA FOR AN INCREASE. 

4. DESPITE THE REGIONAL DIFFERENCES IN THE SCOPE 
OF THE INCREASE, THERE APPEARS TO BE LITTLE 
DEVIATION IN THE AMOUNT OF THE MONTHLY INCREASE TO BE 
AWARDED TO EACH WORKER. A RANGE OF 5-7 YUAN PER MONTH 
HAS BEEN REPORTED CONSISTENTLY, REFLECTING THE FACT 
THAT HIS RANGE WAS STIPULATED IN THE CENTRAL DIRECTIVE 
ON WAGES. 

5. THERE IS PROBABLY STILL SOME VARIATION IN ACTUAL 
IMPLEMENTATION OF THE INCREASE. IN JANUARY, THE 
INCREASE HAS BEEN IMPLEMENTED IN CERTAIN (BUT PROBABLY 
NOT ALL) FACTORIES IN SHANGHAI, CHANGSHA AND KWANGCHOW. 
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IT HAD NOT BEEN IMPLEMENTED IN A FACTORY VISITED IN 
WUHAN(REF B). OF THE THREE TSINAN FACTORIES VISITED 
BY USLO OFFICER IN JANUARY (REF A), ONLY ONE HAD 
IMPLEMENTED THE INCREASE WHILE THE OTHER TWO WERE FAR 
ALONG IN THEIR PREPARATIONS. ALL BUT ONE OF THE FACTORIES VISITED 
IN CHENCHOW AND SHIHCHICHUANG IN MID-FEBRUARY 
HAD IMPLEMENTED THE INCREASE. IT APPEARS THAT 
IMPLEMENTATION IS MUCH FARTHER ADVANCED NOW THAN 
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IT WAS LAST NOVEMBER (REF A) AND THAT LARGE NUMBERS OF 
FACTORIES DISTRIBUTED LARGE SUMS OF MONEY (BECAUSE OF 
THE RETROACTIVITY FEATURE OF INCREASE) IN LATE 1977 
AND EARLY 1978. WHAT PRESSURE THIS HAS PUT ON 
UNCONTROLLED PRICES IS UNCLEAR. THERE ARE PROBABLY 
MANY REASONS, PRIMARILY ADMINISTRATIVE, 

FOR THE DIFFERENT PACE OF IMPLEMENTATION AT DIFFERENT 
PLANTS, BUT PLITICIAL FACTORS MAY ALSO BE IMPORTANT IN 
SOME PLACES (REF B ). 

6. COMMENT: REPORTS INDICATING A SIGNIFICANTLY 
BROADER (60 PERCENT) INCRESASE IN SOME PROVINCES AS 
OPPOSED TO A NARROWER (40-46 PERCENT) SCOPE INOTHER 
PROVINCES ARE TOO CONSISTENT, IN OUR VIEW, TO BE BASED 
ON MISUNDERSTANDING. WE ALSO DOUBT, GIVEN THE FINANCIAL 
IMPACT OF THE INCREASE, THAT SUB PROVINCIAL UNITS OR 
FACTORIES HAVE BEEN GIVEN MUCH LATITUDE IN DETERMINING 
THE SCOPE OF THE INCREASE (IT IS CLEAR, HOWEVER, THAT 
FACTORIES ENJOY FAIRLY WIDE LATITUDE IN DETERMINING 
BENEFICIARIES). BOTH THE PROVINCIAL VARIATIONS AND 
COVERAGE OF THE MONTHLY INCREASE ARE UNDOUBTEDLY 
DICTATED BY PEKING. HAVING SAID THIS, WE ARE AT A LOSS 
TO EXPLAIN THE PROVINCIAL VARIATIONS. IT IS TRUE THAT 
NORTHERNERS FACE A SOMEWHAT HIGHER COST OF LIVING AND 
HAVE A LESS VARIED DIET THAN SOUTHERNERS. WHETHER 
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THE DISPARITY IS INTENDED TO CONPENSATE FOR THIS, 

AID IF IT IS SO, HOW IT IS TO DO IT IS UNCLEAR, HOWEVER. 
WOODCOCK 
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